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§31.3123-1

31, 1983, even if the benefit payments
are made under a March 24, 1983 agree-
ment or a gap agreement.

(2) Transition benefits under a March
24, 1983 agreement. With respect to an
individual party to a March 24, 1983
agreement, transition benefits paid
under that March 24, 1983 agreement
(except for those paid under a 457(a)
plan) are not subject to the special
timing rule of section 3121(v)(2) and are
subject to section 3121(a) as in effect on
April 19, 1983. Thus, transition benefits
under a March 24, 1983 agreement (ex-
cept for those under a 457(a) plan) to an
individual party to a March 24, 1983
agreement are excluded from wages
(for FICA tax purposes) only if they
qualify for any of the retirement pay-
ment exclusions (or any other exclu-
sion provided under section 3121(a) as
in effect on April 19, 1983).

(3) Transition benefits under a gap
agreement. With respect to an indi-
vidual party to a gap agreement, the
payor of transition benefits under the
gap agreement must choose to either—

(i) Take the transition benefits into
account as wages when paid; or

(ii) Take the amount deferred (within
the meaning of §31.3121(v)(2)-1(c)) with
respect to the transition benefits into
account as wages under section
3121(v)(2) (as if section 3121(v)(2) had ap-
plied before its general statutory effec-
tive date).

(d) Determining transition benefit por-
tion. For purposes of determining the
portion of total benefits under a non-
qualified deferred compensation plan
that represents transition benefits, if,
under the terms of the plan, benefit
payments are not attributed to specific
years of service, the employer may use
any reasonable method. For example, if
a plan provides that the employee will
receive benefits equal to 2 percent of
high 3-year average compensation mul-
tiplied by years of service, and the em-
ployee retires after 25 years of service,
9 of which are before 1984, the employer
may determine that 9/25 of the total
benefit payments to be received begin-
ning in 2000 are transition benefits at-
tributable to services performed before
1984.

(e) Order of payment. If an employer
determines, in accordance with para-
graph (d) of this section, that a portion

26 CFR Ch. | (4-1-11 Edition)

of the total benefits under a non-
qualified deferred compensation plan
constitutes transition benefits, then,
for purposes of determining the portion
of each benefit payment that con-
stitutes transition benefits, the em-
ployer must treat each benefit pay-
ment as consisting of transition bene-
fits in the same proportion as the tran-
sition benefits that have not been paid
(as of January 1, 2000) bear to total
benefits that have not been paid (as of
January 1, 2000), unless such allocation
is inconsistent with the terms of the
plan. However, for a benefit payment
made before January 1, 2000, the em-
ployer may use any reasonable alloca-
tion method to determine the portion
of a payment that consists of transi-
tion benefits, provided that the alloca-
tion method is consistent with the
terms of the plan.

[64 FR 4567, Jan. 29, 1999]

§31.3123-1 Deductions by an employer
from remuneration of an employee.
Any amount deducted by an em-
ployer from the remuneration of an
employee is considered to be part of
the employee’s remuneration and is
considered to be paid to the employee
as remuneration at the time that the
deduction is made. It is immaterial
that any act of Congress or the law of
any State requires or permits such de-
ductions and the payment of the
amount thereof to the United States, a
State, or any political subdivision
thereof.

Subpart C—Railroad Retirement
Tax Act (Chapter 22, Internal
Revenue Code of 1954)

TAX ON EMPLOYEES

§31.3201-1 Measure of employee tax.

The employee tax is measured by the
amount of compensation received for
services rendered as an employee. For
provisions relating to compensation,
see §31.3231(e)-1. For provisions relat-
ing to the circumstances under which
certain compensation is to be dis-
regarded for the purpose of deter-
mining the employee tax, see para-
graphs (b)(1) and (2) of §31.3231(e)-1.

[T.D. 8582, 59 FR 66189, Dec. 23, 1994]
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